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PREFACE

Personal income is considered to be one of the best single measures
of economic progress and well-being. This is true at all levels--national,
state, local. Estimates of personal income for the nation are published
monthly by the U. S, Department of Commerce, Office of Business Economics, in
its Survey of Current Business, and state estimates are prepared annually.
Unfortunately, comparable estimates of personal income at the county level are
not available. Because of the need for income information at the sub-state
level, a research effort was undertaken, under the sponsorship of the National
Aeronautics and Space Administration, to develop estimates of county income,
population and other measures of economic progress for a six-state region.*
Questions relating to concepts, methodology, data sources, and data limita-
tions for the region as a whole are discussed in separate volumes.** This
appendix volume dealing with the State of Kansas was prepared by Dr. Darwin
W. Dairoff of the University of Kansas. The report is one of six which pre-
sent the methodology followed by the respective states along with estimates
of county population and personal income.

*

Arkansas, Iowa, Kansas, Missouri, Nebraska, and Oklahoma.

** Midwest Research Institute, Methods of Estimating Personal Income by
County in the Six-State Region of Arkansas, lowa, Kansas, Missouri,
Nebraska, and Oklahoma, May 1966.

Richard W. Poole, James D. Tarver, David White, and William R. Gurley,

An Evaluation of Alternative Techniques for Estimating County Population
in a Six-State Area, Economic Research Series No. 3, Oklahoma State
University, 1966.

W. Nelson Peach, Richard W. Poole, and James D. Tarver, County Building
Block Data for Regional Analvsis: Oklshoma, Research Foundation,
Oklahoma State University, March 1965.

W. Nelson Peach, Richard W. Poole, James D. Tarver, Larkin B. Warner and
Lee B. Zink, Source Notes and Explanations for County Building Block
for Regional Analysis, Research Foundation, Oklahoma State University,
March 1965.

Larkin Warner, Estimates of Electricity Sales by Utilities, by County and
Class of Service, Oklahoma, 1950 and 1960, Research Foundation, Oklahoma
State University, 1965.

- ii -



TABLE OF CONTLITS

Page No,
I. Introduction. « » ¢« ¢ o ¢ 4« ¢ o ¢ o ¢ « & e e o o o e . 1
II. Methods of Estimating County Income . +. +. ¢ o ¢ & ¢ ¢ « « o & 1
Wage and Salary Disbursements . . . . « ¢« + ¢ &+ ¢« ¢« o + o . 1
Other 1abor INCOME. + & & « ¢ « o « o o ¢ o o o o o o o o o 5
Property INCOME « o o « o & o o « o o o o o« o &« ¢ s o« « « » B
Proprietors' INCOME . & ¢« v ¢« v ¢ o ¢ o o s o ¢ s o o o o o 7
Transfer Payments o« +« ¢ o« ¢« ¢ o ¢ ¢« @ o o s o o o o o o o o )

Personal Contributions for Social Insurance . . ¢« ¢« « « » « 11

ITI., Adjustment for Residence. . « 4 ¢ o o o o ¢ « o o o o o o

Wage and Sa2lari€S ¢ o o « o o o o o 0 o o o 2 6 e o s e . o 12
Proprietors' INCOME . + o o o o o o ¢ o o o o o s o o o o o 12
Other TNCOME. & « o o « o o o o o o « s o + o o+ o o o o o o 13
Conclusion, « o o o o o o o s o o ¢ o« o o ¢ o o « s o o o o 13

Iv. Estimates of Population and Personal Income by County
IN KANSAS « 4 o « o « o o o « o o o o o o o o o o 0 o s o o 17

Table I - Personal Income in Kansas by County: 1950-1962 18
Table II - Population in Kansas by County: 1950-1962. . . 21
Table III - Per Capita Personal Income 1in Kansas by County:

1950-1962 . ¢ ¢ o o o o o o o o o 0o o o o . . 24
Table IVa - Major Components of Personal Income in Kansas

by County: 1950. & ¢ ¢ o ¢ o o ¢ o o v o« o« o 27
Table IVb - Major Components of Personal Income in Kansas

by County: 1962. . + & o ¢ ¢ o o ¢ o« o « » o 30
Table V - Vage and Salary Income by Sector in Kansas

by County: 1990-1962 . . . + « « ¢« « « + o o 33

- iij -




I. INTRODUCTION

The purpose of this study was to develop a reliable series of data
on personal income for the 105 counties in the State of Kansas. Annual esti-
mates were made for the period 1950 through 1962. During the course of this
study, a methodology was developed which can be used to update these estimates
each year.l This report outlines the procedures used and presents estimates
of population and personal income for the Kansas counties.

IT. METHODS OF ESTIMATING COUNTY INCOME

Since the working and basic assumption of this study was that the
estimates of personal income for Kansas as provided by the Office of Business
Economics of the United States Department of Commerce (OBE) are accurate, the
general procedure of this study was one of allocation.g/ The task of dividing
the various components of personal income among the 105 counties in the State
required finding data that would provide the most satisfactory bases for
county allocations.

The allocators used in this study are of two types. First, when it
was possible to obtain annual data for the counties, the allocation basis for
distributing the OBE total among the 105 counties was yearly. Second, when
annual data were not available, the distribution of the OBE totals was made
for two or three benchmark years and extended to the other years by extrapo-
lation and interpolation (a method used considerably by the OBE).

Wage and Salary Disbursements

The Department of Commerce, Office of Business Economics, divides
Kansas wage and salary disbursements as follows:

Farms

Mining
Bituminous and other soft coal
Crude petroleum and natural gas
Mining and quarrying, except fuel

l/ The Office of Economic Analysis of the State of Kansas is now in the
process of refining and updating these estimates.

g/ Although reliance was placed in the OBE estimates, some adjustments are
considered in order to satisfy basic residence requirements.
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Contract construction
Manufacturing
Wholesale and retail trade
Finance, insurance and real estate
Banking and other finance
Insurance and real estate
Transportation
Railroads
Highway freight and transportation and warehousing
Other transportation
Communication and public utilities
Telephone, telegraph, and other communications
Electric, gas, and other public utilities
Services
Hotels and other lodging places
Personal services and private households
Business and repair services
Amusement and recreation
Professional, social, and related services
Government
Federal, civilian
Federal, military
State and local
Other Industries

Since the Office of Business Economics estimates wages and salaries
for each of the above categories, the totals in each category were distributed
among the Kansas counties. In most instances, the procedure involved distrib-
uting the State totals on the basis of data derived by calculating the number
of employees or wages and salaries in each county, the raw data for which were
taken from wage and salary distribution as reported by the Employment Security
Division, Kansas Department of Labor. ©Since the raw data provided by the
Fmployment Security Division did not cover all industries, the followirg excep-
tions to the procedure of county allocation were employed:

Farms: This category was distributed on the basis of county dis-
tribution of "Hired Labor" as provided by the U. S. Census of Agriculture for
the years 1949, 1954 and 1959. These data were interpclated between these
years and extrapolated beyond.

Railroads: This category was distributed on the basis of railroad
employment per county as provided by the 1950 and 1960 U. S. Census of Popula-
tion by the use of interpolation and extrapolation.

Private households: Since the Department of Commerce breaks the
category of personal services and private households into its two components,
the components were distributed separately. The private households category
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was distributed on the basis of private household employees per county as pro-
vided in the 1950 and 1960 U. S. Census of Population, and these two years
were used as benchmarks.

Professional, social, and related services: This category was allo-
cated on the basis of the percentage distribution of the number of employees
in these services per county as contained in the 1950 and 1960 U. S. Census of
Population. The 1950 data include employees in medical and other health; edu-
cational services, private; and other professional and related services. The
1960 data include employees in hospitals; educational services, private;
welfare, religious, and related services; and other professional and related
services.

Government--federal, civilian: This category was allocated on the
basis of 1950 and 1960 benchmark years. The Joint Committee on Reduction of
Non-Essential Federal Expenditures provided the data.§/

Governments-~federal, military: This category was allocated on the
basis of 1950 and 1960 U. S. Census of Population data. The number of military
personnel in residence in each county in these years was used as a benchmark.

Government--state and local: The state portion of this category was
obtained from U. S. Department of Commerce, Bureau of the Census, Compendium
of State Government Finances. Local government wages and salaries were taken
to be the difference between the OBE estimates and the state government vages
and salaries. Each subcategory was then allocated separately.

State wages and salaries: The state totals were distributed
on the basis of a percentage distribution for the years 1954, 1957, 1959, and
1961. The percentage distributions were obtained by allocating wages and
salaries of all state agencies in the benchmark years among the 105 counties.
From these benchmarks, the data vere extrapolated and interpolated.

Local government wages and salaries: County allocations for
this category were based upon percentage distributions for the years 1957 and
1952. The 1957 distribution was based upon the data provided on local govern-
ment wages and salaries in the 1957 U. S. Census of Government. The 1952
distribution was obtained from wages and salaries of all school districts in
Kansas as provided in their 1954 budgets. These 1952 school figures were then

3/ The United States Congress, Senate Joint Committee Reduction of Non-essen-
tial Expenditures, Additional Report of the Joint Committee on Reduction
of Non-essential PFederal Expenditures.
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adjusted to a county estimate for all local government wages and salaries by
assuming that the 1957 (Census of Government) ratio of educational salaries
to total salaries prevailed. This ratio was applied to the 1952 figures,
which then provided an estimate of local government wages and salaries. Some
adjustment was made to account for those counties that suffered an extraor-
dinary decline in local government employment between 1952 and 1957.

Other industries: In Kansas only part of this category, agri-
cultural and similar service establishments, is important. Wages and salaries
for SIC group 07 (agriculture services and hunting and trapping) was used for
the allocation of this component of wages and salaries.

In the wages and salary disbursements that did not fall into the
above-noted exceptions, county allocations were made on the basis of the raw
data provided by the Employment Security Division, Kansas Department of Labor.
Two steps were employed in the use of these data:

1. Part of the wages and salaries were directly allocable to indi-
vidual counties. These data were collected for the first quarter of each year.

2. The remainder of wages and salaries is a statewide category and
includes the wages and salaries paid by firms that carry on operations in more
than one county. It is necessary, therefore, to distribute this portion among
various counties. The method for such distribution was based upon a biennial
survey taken in the first quarter of every odd year. This survey asked each
multi-county employer to locate the number of employees by county. When this
survey was tabulated, the number of employees per industry, per county, was
knovn for these multi-county firms. From these data, estimates for employment
for even-numbered years were made by averaging the two odd-numbered years at
either side of the appropriate even-numbered year. In order to convert the
number of employees to first quarter wages and salaries, an average first
quarter wage by industry was estimated. This wage was multiplied by the num-
ber of employees per county in each industry to arrive at an estimate for
county wages and salaries of multi-county firms.%

It was necessary to group Employment Security Division data into
groupings comparable to the Office of Business Economics categories. Two dif-
ferent groupings were necessary, because different classification codes were
used during the period. In the 1950 - 1957 period, the Employment Security

é/ There was no survey for 1951; consequently, the years 1949 and 1953 were
used as benchmarks for the intervening pericd.



Division used the Social SecurityBoard, Industrial Classification Code, 1942.
Since 1958, this agency has used the code published in the Bureau of the Bud-
get, Standard Industrial Classification Menual, 1957.

In order to provide an estimate of the validity of the use of
Employment Security Division data, the year 1959 was studied in detail. Data
from all four quarters of directly allocable wages and salaries and appropri-
ately adjusted multi-county data produced information that could be used to
estimate the reliability of these data in relation to the Department of Com-
merce estimates. There are only two categories in which the obtained data
underestimated the OBE estimates by more than 25 per cent. Since both of
these categories are relatively small and because Employment Security Division
data provided a better basis than any alternate sources, these data were ac-
cepted.

The question of the validity of using first quarter data rather than
annual data in establishing the estimates was answvered by comparing annual
estimates to first quarter estimates for three industries in 1959. While some
discrepancies are evident, it appears that for the most part they are minor.
Although the county allocation would be somewhat more exact if annual data
had been used, the limitations of resources available for this study prevented
using all four quarters.

A final limitation of the method used in this study resulted from
the estimation of wages and salaries of multi-area firms. Throughout the
preriod, multi-area employment constituted approximately one-third of covered
wages and salaries. A very large proportion of the employees of the utility
categories fall with the classification of multi-area employment. Since the
location of these employees is, however, quite permanent, the results of the
computations for this category should be reliable, but in the categories of
crude and natural gas and of contract construction the reliability of the
estimates may lessen somewhat, as the labor force of these industries is mobile.
The first quarter location in one county does not guarantee that the same em-
Ployee will work in that county during the succeeding quarters of the year.
Since no other data are available for such an allocation, the computations
outlined sbove were accepted as the best alternative.

Other Labor Inccme

This category includes employer contributions to private pension and
welfare funds, compensation for injuries, pay for military reservists, direc-
tors' fees, government payments to enemy prisoners of war, federal contri-
butions to group life insurance, merchant marine war-risk life and injury
claims, compensation of prison inmates, marriage fees to justices of the peace,



and jury and witness fees. The distribution of this category's income lacks
theoretical basis. The only association of this category with readily avail-
able data would be with either population or wages and salaries. This portion
of personal income was allocated on the basis of the annual county percentage
distributions of total wages and salaries,

Property Income

This component of personal income includes rent, dividends, and
interest. The breakdown of this component into its three categories was from
the OBE.

Rent: Rent was distributed on the basis of the assessed value of
real property by county. The data were adjusted to take into account the vary-
ing assessment ratios among the counties. Data for the years 1950, 1955, and
1960, as contained in State of Kansas, Property Valuation Department, Report
of Real Assessment Ratio Study (annual series) were used as benchmarks. The
validity of this allocation may be questioned, because there are differences
in the ratios of rental property to owner-occupied property in various counties
and because property owners do not necessarily reside in the same county as
their property holdings. This method of allocation was, however, accepted,
as the alternative method of allocating on the basis of rent reported on state
income tax forms was less satisfactory. The allocation by assessed value of
real property was corppared to rent income reported on a sample number of state
income tax returns for 1958. The results of this comparison were not favorable
and cast suspicion as to the validity of these income tax data. TYor example,
these data show that in Shawnee County, the county in vwhich the state capital
is located and the fourth most populous county in the state, the 1960 rental
income was only slightly more than 1 per cent of Kansas rental income. Con-
sequently, the income tax data were rejected as a means of allocation and
property value was accepted.

Dividends and interest: Dividends and interest were allocated on
the basis of total bank deposits by county for the years 1950, 1956, and 1859,
as presented in the U. S. Department of Commerce, Bureau of the Census,
County and City Data Book. The percentage distributions for the benchmark
years were interpolated and extrapolated.

In an effort to strengthen this allocator, state intangibles tax
collections were tested as an alternative allocator. This alternative method
was rejected because certain intangibles are free from taxes under existing
state iaws and, during the period, the tax was revised allowing the taxpayer
to pay either on value or earnings, which resulted in a very significant change

-6 -




in percentage distributions. A second alternative method was tested and also
rejected. This alternative method compared the allocatiocn by total bank de-
posits to a percentage distribution of interest and dividends as reported in
a sample of 1958 perconal income tax returns. Since this comparison showed
considerable discrepancies and since the income tax data were available for
only one year, this use of state income tax data as an acceptable allocator
was discarded as unsatisfactory.

Proprietors' Income

Proprietors' income is divided into farm and nonfarm portions. Each
was allocated separately.

Nonfarm: This component includes net income of owners of business
establishments and professional practitioners. The basis for distributing
this category among the counties was the fact that the location of these people
is correlated with the location of retail sales and the residence of profes-
sional people. Therefore, this component was distributed on the basis of an-
nual sales tax collections per county from unpublished data received from the
Kansas Department of Revenue.

An elternate method that could be employed in distributing this com-
ponent would be to divide the component into its various categories and make
the distribution on the basis of number of businesses per county (as contained
in the U. S. Census of Business) and the number of professional people located
in each of the counties times a figure of annual earnings (as found in the
U. S. Census of Population). This method was rejected, because it was felt
that such estimates would not sufficiently increase the validity of the esti-
mates to justify obtaining such estimates.

Farm: This component contains gross farm income adjusted for changes
of inventory of certain crops and livestock minus expenses for operating the
establishment. Gross farm income includes (1) sale of farm products, (2) value
of home consumption, (3) estimated rental value of farm dwellings, and
(4) government payments to farmers.

The method used to allocate farm proprietors' income was divided
into two steps. First, an estimate of net income from farming was obtained.
Second, government payments were added to obtain total farm proprietors' in-
come.

For the years 1949, 1954 and 1959, estimates of farm personal in-
come per county excluding government payments was obtained from U. S.




Department of Commerce, Bureau of the Census, U. S. Census of Agriculture.
Since this source itemizes county receipts and specified farm expenses, a per-
centage distribution of farm income, excluding government payments, was ob-
tained by subtracting enumerated expenses from receipts from marketings and
adjusting this figure for changes in inventory of livestock and poultry as
presented in Kansas State Department of Agriculture Farm Facts.

The county data for the total value of field crops and the total
value of livestock and poultry produced for all years that is presented in
Farm Facts is substantially different from the census data, as Farm Facts uses
a value added concept while the census estimates sales from marketing. There-
fore, it was necessary to convert the census data to the value added method
if yearly estimates were to be obtained. The net income figure that was ob-
tained for the census years was used in connection with value added estimates
from Farm Facts to construct an estimate of a profit ratio for the three
years. These profit ratios are then interpolated and extrapolated. Annual
profit ratios per county were multiplied by the annual Farm Facts estimates of
value added per county to obtain the basis of allocating income from farming.

An alternate method of estimating county farm income would be to
distribute expenses among the counties. The Department of Agriculture esti-
mates of farm expenses are, however, based primarily on data collected during
the census years, so it was decided that such a method would show a minimum
of difference from the method employed.

The rental value of farm dwellings is not separately estimated, or
it is rather small in Kansas. Further, any method by which it could be dis-
tributed would be of doubtful validity. It should be noted that the use of
value added statistics would include value of home consumption as well as
sale of farm commodities in an estimate of farm income.

Total government payments to Kansas farmers for each year are avail-
for an annual tabulation made by the U. S. Department of Agriculture. This
source presents a breakdown of the various agricultural programs that involve
a government payment.

County allocations for most programs can be found in the Annual
Report and Statistical Summary, published by the Kansas Crop and Livestock
Reporting Service. For all programs, the totals for the various programs as
published by the Kansas Crop and Livestock Reporting Service are not equal to
the U. S. Department of Agriculture totals. Where data relating to a partic-
ular program were unavailable for a particular year, the available data in
adjacent years were averaged. If data concerning a small program were unavail-
able, the total of this program was added to a similar program for which data
were available,




The county estimates of government payments were made under the
assumption that the total as presented by the U. S. Department of Agriculture
is consistent with the OBE estimate. Second, it was assumed that the per-
centage distribution of the Kansas Crop and Livestock Reporting Service is
accurate. The distribution procedure was then simply to allocate the U. S.
Department of Agriculture total, by program, according to the Kansas Crop and
Livestock Reporting Service distribution.

The basic data were such that the estimates in the first half of the
period to 1955 are reasonably accurate. In the years since 1955, when the
programs have become more numerous and complicated, the estimates are more
subject to error.

Transfer Payments

The Office of Business Economics furnished the following breakdown
for transfer payments for each year.

Federal transfer payments
Old-age and survivors' insurance benefits
State and national unemployment insurance benefits
Railroad benefits (unemployment and retirement)
Federal civilian pensions
Government life insurance benefits
Payments to nonprofit institutions
Military retirement
Veterans' pensions and compensation
Other

State and local govermnment transfer payments
Government pensions
Direct relief
Other

Business transfer payments
The components were distributed as follows:

0ld-age and survivors' insurance benefits: This category was
distributed on the basis of data received from the Social Security Administra-
tion. These data show the dollar payments per county for the final month of
each calendar year. Since data were unavailable for December, 1950, and
December, 1958, the February figures of the following years were used.




State and national unemplovment insurance benefits: This com-
ponent was distributed on the basis of 1950 and 1960 benchmarks. The 1960
benchmark was obtained from the U, S. Census of Population data on the number
of unemployed in the labor force. The 1950 benchmark was obtained from the
Kansas Employment Security Division data in the Statistical Abstract-unemploy-
ment payments per county. A better estimate could have been reached if sta-
tistics on unemployment payments per county were available for the years fol-
Jowing 1950; however, this could not be done as the collection of such data
was terminated by the agency following 1950. In an attempt to improve the
estimate, a comparison was made between the number of unemployed and the un-
employment payments in 1950; several major discrepancies appeared. Addition-
ally, since the agency now reports its unemployment payments according to
geographic district, the county unemployment payments were compared to regional
payments divided into counties on the basis of population. Here again several
discrepancies appeared. Consequently, it was decided that the number of un-
employed was to be used in 1960 and the unemployment payments were to be used
in 1950. As a result of two series, the earlier estimates should be better
than the later years' estimates.

Reilroad benefits: This category was distributed annually on
the basis of railroad wages and salaries.

Federal civilian pensions: This component was distributed an-
nually on the basis of federal civilian government wages and salaries.

Government life insurance benefits, military retirement, and
veterans' pension and compensation: These components were distributed on the
basis of 1950 and 1960 census benchmarks by the number of males per county
over 14 years of age.

Payments to nonprofit institutions: This category was distri-
buted on the basis of the number of students enrolled in schools of higher
education with 1951 and 1961 used as benchmarks. The data were taken from the
Kansas Education Directory.

Other federal transfer payments: This component was distributed
on the basis of the distribution of the preceding federal transfer payments.

State and local govermment pensions: This category was distri-
buted annually on the basis of state and local govermment wage and salary
disbursements.

Direct relief and other state and local government transfer
payments: These components were distributed by fiscal year as provided by the
State Department of Social Welfare, Financial Statements for Fiscal Year.
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Business transfer payments: The distribution was on the basis
of annual state sales tax receipts provided by the Kansas State Department of
Revenue.

Personal Contributions for Social Insurance

This category includes all payments from personal income to social
insurance programs. These include old-age and survivors' insurance, state
unemployment insurance, cash sickness-compensation funds, railroad retirement
insurance, federal civilian retirement systems, state and local retirement
systems, and government life insurance. The OBE provided a breakdown of the
total into OASI contributions, both employee and self-employed and other con-
tributions. The self-employed contributions were distributed on the basis of
annual distribution of proprietors' income. Employee OASI and other contri-
butions vere distributed on the basis of the annual distribution of total wage
and salary payments.

ITI. ADJUSTMENT FOR RESIDENCE

Personal income represents income of persons by place of residence,
as opposed to "income payments," which includes income on a "where earned"
basis. Thus, the estimates of personal income for the State of Kansas, for
example, include income earned in Kansas City, Missouri, by residents of
Johnson County, Kansas. The same concept applies, of course, at the county
level within any given state.

This designation on a "place of residence" basis introduces one of
the most critical and perplexing problems associated with county income analy-
sis--the situs or commuting problem. Many of the allocators used to distribute
state totals to the counties are available only on a place of employment basis.
Use of these allocators can lead to an improper distribution of income where
extensive commuting is prevalent.

A cursory examination of the Kansas personal income estimates re-
ported by the Office of Business Economics revealed that the Kansas estimates
were understated. An effort was made to determine the extent of this discrep-
ancy, and the analysis of the major components of personal income revealed
that the "place of residence" definition was not always followed by OBE in
constructing the Kansas estimates. The following discussion of specific major
components of personal income indicates where the discrepancies occurred and
their effect upon the total income estimates for Kansas.
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Vages and Salaries

Almost all wages and salaries, with the exception of (1) railroad,
(2) private household, and (3) professional, social, and related services, are
distributed on the basis of location of employment rather than where a wage
or salary earner lives. The results of quantifying these facts indicate that
88 per cent of Kansas wage and salary disbursements in 1860 do not adhere to
the definition of residence as employed by the Office of Business Economics
and are, in fact, distributed on the basis of employment location.2

Other labor income, including (1) employee contributions to private
pensions and welfare funds, (2) compensation for injuries and (3) pay for
military reservists, is also distributed on the basis of the location of em-
ployment.

Proprietors' Income

Farm proprietors' income is estimated on the basis of data presented
in U. S. Census of Agriculture and similar government publications, which in-
clude statistics collected by the Department of Agriculture. These data in-
dicate that income is allocated by the location of farm rather than where the
farmer lives; however, it is unlikely that in the majority of instances this
mnethod of allocation would cause difficulty.

Nonfarm proprietors' income is distributed according to classifi-
cations based on professional type of business, etc., and the majority of this
income is distributed on the basis of (1) the U. S. Census of Population,

(2) the U. S. Census of Business, and (3) a 1951 - 1952 benchmark of self-em-
ployed as compiled by the OASI agency. Consequently, these data should reflect
an allocation by where a person lives; however, these distributions have not
adjusted appreciably since the 1950 U. S. Census of Population and the 1951 -
1952 benchmark.

§/ Since wage and salary estimates basically come from tabulations of reports
by business establishment, the OBE does make some adjustments in per-
sonal income data for certain areas--lashington, D. C.; Kentucky (re:
Ohio, Indiana, and Illinois); all of New York (re: New Jersey and
Connecticut)--however, no such adjustments are made for Kansas.
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Other Income

Monetary pProperty income is distributed on the basis of Federal
Income Tax returns; therefore, this portion of the component is correctly
distributed. Imputed property income is distributed on the basis of such data
as location of bank deposits, life insurance owners, etc. Thus this portion

is not entirely distributed according to the residence definition employed by
OBE -

Transfer payments are distributed in various ways, and, since a com-
Plete examination could not be undertaken, it is assumed that they are distri-
buted on the basis of the residence definition.

Conclusion

From the analysis, it was concluded that a major portion of the
state's personal income is measured on the basis of location of employment
rather than place of residence. Since northeast Kansas performs a '"bedroom
function" for the Kansas City, Missouri, area, it was evident that Kansas per-
sonal income is understated by the OBE,

Since the switching in the definition that occurred in the collection
of the personal income data did result in Kansas personal income being under-
stated, an additional analysis of examining and quantifying the amount of
underestimation was undertaken.

The 1960 U, S. Census of Population provides a new concept for mea-
suring income earned in the form of wages and salaries and proprietary income
from a peripheral state by residents of the central state. One can examine
two bordering states and, by measuring the flow into each of the states from
the other, can arrive at a net addition or subtraction for the two states for
the census year. The following table indicates the net changes to Kansas
personal income accruing from each of her peripheral states in the manner pre-
scribed above.

Before increasing Kansas income by the results given in the table,
it was necessary to ask two questions:

1. How much of the net change in Kansas income is already included
in the OBE estimates of Kansas personal income?

2. Is there a difference between the census estimates of personal
income and OBE estimates?
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NET CIANGES IN KANSAS INCOME ACCRUED
FROM HER PERIPHERAL STATES

1959

State of Wages and

Source Proprietary Salaries
Colorado $ 631,8002/ $ 806,519
Missouri 57,868,778 263,629,050
Nebraska 552,953 2,011,334
Oklahoma - 161,269 - 161,269
Total Accrued

to Kansas $58,892,262 $266,285,634

g/ Colorado's proprietary income for Kansas residents was not provided
separately. Therefore, it was adjudged to be equal to total income
minus wages and salaries.

Source: Computed from U. S. Census of Population 1960, "Detailed Character-
istics,” PC (1) series for the six-states, Table 132.

Previously it was determined that 88 per cent of Kansas wages and
salaries for 1960 was estimated solely on the basis of employment location,
while the remainder was estimated on a combination of employment and resi-
dence location. Consequently, it was assumed that 94 per cent of the wages
and salaries earned by Kansas residents outside of Kansas is not included in
the OBE estimate of Kansas personal income.

The portion of proprietary income that should accrue to Kansas
from her peripheral states would in part depend upon the source, farm or non-
farm. All of the farm income earned outside of Kansas by Kansas residents is
excluded from the OBE estimate of Kansas income; consequently, it was assumed
that all accrued proprietary farm income should be added to the OBE estimates.

On the basis of terrain and location of cities, etc., it was assumed
that all proprietary income crossing the state lines between Kansas and
Colorado, Nebraska, or Oklahoma is farm proprietary income and that 10 per
cent of proprietary income moving between Kansas and Missouri is farm propri-
etary income (the remainder was assumed to be nonfarm proprietary income).
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A determination of the portion of the nonfarm proprietary income that moves
from Missouri into Kansas that is included in the OBE estimate was then made.
Since the OBE estimate is based upon data compiled in the early 1950's oc-
cupational groups as compiled by the 1950 and 1960 U. S. Census of Population
were examined in an effort to find what changes had occurred in the l0O-year
span. Analysis of these data indicates that the percentage increase in Kansas
nonfarm proprietary income was smeller than the percentage increase in the
number of people earning nonfarm proprietary income and that the percentage
decrease in Missouri nonfarm proprietary income was not as large as the per-
centage decrease in individuals earning this income. Therefore, unless one
argued that there has been a substantial change in income per professional
person, it was evident that almost all nonfarm proprietary income earned in
Missouri by Kansans is included in the estimates of Kansas income. On the
basis of this analysis, it was arbitrarily assumed that 60 per cent of the
nonfarm proprietary income that moved from Missouri to Kansas was not included
in the OBE estimates for 1959.

When OBE personal income is compared to U. S. Census income (aver-
age earnings multiplied by income earners), one finds that the OBE estimate
is significantly higher. Therefore, the estimates of nonfarm proprietary in-
come crossing state lines had to be adjusted so that the estimates, which
were to be added to the Kansas personal income estimates, would be comparable
to the base figure. A mean of the census to OBE estimates for the five states
and for the United States as a whole showed that census income was 77,72 per
cent of OBE estimates. Consequently, the changes to states income were di-
vided by this figure to obtain a change comparable to the OBE estimates.

One final change was made for the terminal adjustment. Since the
income of the states changed, it appeared that state contributions for social
insurance should also change. Therefore, these estimates were adjusted on
the basis of a state's change in wage and salary disbursements and propri-
etary income.

The consequence of these adjustments was to raise considerably the
estimated total personal income of Kansas. For 1959, this adjustment raised
income from $4,302 billion to $4,663 billion. This, consequently, changed
the estimates of county income.

Since the majority of this adjustment involves Missouri, the major
counties affected in Kansas would be those counties near the large Missouri
cities. These counties are Cherokee, Crawford, Doniphan, Douglas, Johnson,
Leavenworth and Wyandotte. The most striking of the adjustments occurred in
Johnson County. Here total personal income in 1959 without adjustments for
residence was $158 million; with all residence adjustments, the figure more
than doubled--$353 million.
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Fortunately, for many purposes of regional analysis, data for in-
dividual counties are combined into multi-county regions such as an SMSA or
larger area, and the situs problem is minimized. Recognizing the problem,
but also recognizing the time and budget constraints imposed on some of the
individual state participants in the six-state program, the decision was made
to report unadjusted county income estimates., It was felt that individual
researchers, given the basic income data, would be more familiar with the
specific areas and would be better able to make the necessary adjustments.
Moreover, for the sake of consistency it was not appropriate for one or two
states to make adjustments in their total state estimates while other states
did not. Adjusted income estimates are available for the State of Kansas,
however, and will be provided upon request by the O0ffice of Economic Analysis
of the State of Kansas.
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IV. ESTIMATES OF POPULATION AND PERSONAL INCOME
BY COUNTY IN KANSAS
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